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• Borrow applies for loan
• Lender/SBA approves loan
• Lender funds loan
• Borrower uses of funds to pay expenses
• Borrower applies for loan forgiveness
• Borrower repays amount not forgiven

STAGES IN THE PPP LOAN PROCESS

Today’s focus



PPP LOAN FORGIVENESS 
APPLICATION

https://www.sba.gov/sites/default/files/2020-05/3245-
0407%20SBA%20Form%203508%20PPP%20Forgiveness%20App
lication.pdf

https://www.sba.gov/sites/default/files/2020-05/3245-0407%2520SBA%2520Form%25203508%2520PPP%2520Forgiveness%2520Application.pdf


• Understand important definitions in the Act and guidance
! “Covered Period”
! “Alternative Covered Payroll Period”
! “Full Time Equivalent” employees
! “Full Time Equivalent” measurement periods
! “Allowable Uses”
! “Payroll Costs”

• Understand additional terms lenders may have
• Plan ahead to project the 8 weeks after funding 
• Consider using a separate bank account to track uses and 

proceeds
• Maintain supporting documentation for all uses of funds
• Prepare a comprehensive package with 3rd party back-up 

when applying for loan forgiveness  

LOAN FORGIVENESS READINESS



• !"#$%&'#(#)$*#(+&)$related to the forgiveness of the loan is 
the 8 week period starting immediately after the loan has 
!""#$%&'!()'"%$!*$+"#%")$,-./$012

• ,-.#(/0.+'#$*01(&--$%&'#(#)$*#(+&)2$For administrative 
convenience, Borrowers with a biweekly (or more frequent) 
payroll schedule may elect to calculate eligible payroll costs 
using the eight-week (56-day) period that begins on the first 
day of their first pay period following their PPP Loan 
Disbursement Date (the “Alternative Payroll Covered Period”).

DEFINITIONS



• 34--$!+5#$674+'0-#/.$83!69$#5:-&1##$For each employee, enter the 
average number of hours paid per week, divide by 40, and round the total 
to the nearest tenth. The maximum for each employee is capped at 1.0. A 
simplified method that assigns a 1.0 for employees who work 40 hours or 
more per week and 0.5 for employees who work fewer hours may be used 
at the election of the Borrower. 

• 34--$!+5#$674+'0-#/.$;#0<4(#5#/.$*#(+&)<:
! February 15, 2019 to June 30, 2019
! January 1, 2020 to February 29, 2020

DEFINITIONS



*01(&--$%&<.<2

• Gross cash compensation earned/payable to employees
• Vacation, sick or other leave
• Dismissal or separation pay
• Health insurance costs (less employee reimbursement)
• Retirement plan contributions
• State and local employment taxes

• =#->$#5:-&1#)$+/)+'+)40-<2$Monthly average of line 31 of 2019 
Schedule C net profit. Capped at $15,385 for the covered period.

DEFINITIONS CONTINUED: 
ALLOWABLE USES



EXCLUDED FROM PAYROLL COSTS
• Compensation paid to employees whose principal residence is 

outside of the US
• Qualified sick leave pay for which a credit is allowed under 

Sec. 7001 of the FFCRA
• Qualified family leave pay for which a credit is allowed under 

Sec. 7003 of the FFCRA
• The employer portion of Federal employment taxes imposed 

or withheld under IRC chapters 21, 22, or 24 (FAQ #16 – US 
Treasury)

• Costs paid to independent contractors (FAQ 15)
• Cash compensation in excess of $100,000 per employee 

excluded from forgiveness

PAYROLL COSTS (CONT.)
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• @/.#(#<.$&/$5&(.A0A#<$
! Includes real property and personal property
! Excludes principal

• B#/.$*015#/.<
! Includes rents for real or personal property under lease agreements
! Appears related party rents will be allowed

• C.+-+.1$:015#/.<
! Electricity, gas, water, telephone, internet access, and

transportation (gray area). 

• @/.#(#<.$&/$0/1$&."#($+/)#D.#)/#<<
! Will not be included in amount forgiven

!"#$"%&#'()*#+,-#".#'(&#)$"/*'#."%012&*#3)*#4&#)''%14/')45&#'"#*"*67)8%"55#3"9'9#

DEFINITIONS CONTINUED: 
ALLOWABLE USES



DEFINITIONS CONTINUED: 
ALLOWABLE USES

@/E4((#)$'F$%&<.<$*0+)2

6-+A+D-#$:01(&--$E&<.<F$Borrowers are generally eligible for forgiveness for 
the payroll costs paid and payroll costs incurred during the eight-week (56-
day) Covered Period (or Alternative Payroll Covered Period) (“payroll costs”). 
Payroll costs incurred but not paid during the Borrower’s last pay period of 
the Covered Period (or Alternative Payroll Covered Period) are eligible for 
forgiveness if paid on or before the next regular payroll date. 

6-+A+D-#$/&/:01(&--$E&<.F$Cost must be paid during the Covered Period or 
incurred during the Covered Period and paid on or before the next regular 
billing date, even if the billing date is after the Covered Period. 
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$100,000 PRORATED COMPENSATION
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• The amount qualified for forgiveness is reduced if the average 
number of FTEs per pay period during the covered period is 
lower compared to one of the FTE measurement periods:
! February 15, 2019 through June 30, 2019; or
! January 1, 2020 through February 29, 2020
Note: Seasonal employers only use February 15, 2019 to June 30, 2019

• FTE measurement period selected is based on the lower of the 
two periods 

• If a laid off employee that is offered employment and declines 
that employee is not counted against the headcount 
reduction provided criteria is met(FAQ 40)

FORGIVENESS REDUCTION –
NUMBER OF EMPLOYEES



FORGIVENESS REDUCTION –
NUMBER OF EMPLOYEES - EXAMPLE
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• Gross wages paid to an employee in the covered period must 
not be reduced by more than 25% compared to the gross 
wages paid to that employee in the most recent full quarter 
prior to the covered period 

• Any reduction in excess of the 25% will reduce the forgiveness 
amount dollar for dollar

Computation above is based on average salary or average 
hourly wage rate. Only applicable to employees whose annual 
salary was under $100,000 during 2019.

FORGIVENESS REDUCTION –
SALARY AND WAGES



FORGIVENESS REDUCTION –
SALARY AND WAGES - EXAMPLE
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• The two forgiveness reductions will be exempted if the 
following qualifications are met:
! Re-hire employees laid off or fired in the period from February 15, 2020 

to April 26, 2020 – this would apply to the “FTE reduction” only
! Restore salaries of employees reduced in the period from February 15, 

2020 to April 26, 2020 – this would apply to the salary reduction only 

• Each requirement must to be met not later to June 30, 2020 
for the corresponding reduction not to apply.

EXEMPTIONS
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CERTIFICATIONS

¥ As part of the loan application, borrowers have to certify that “current 
economic uncertainty makes this loan request necessary to support the 
ongoing operation of the Applicant”, and
! Per the SBA’s FAQ:

Borrowers must make this certification in good faith, taking into 
account their current business activity and their ability to access 
other sources of liquidity sufficient to support their ongoing 
operations in a manner that is not significantly detrimental to the 
business.

• This certification applies to public and private companies
• Loans more than $2 Million, &/$0$0>>+-+0.#)$D0<+<Gwill be 

reviewed prior to forgiveness
• Loans under $2 Million are deemed to have made the 

certification in good faith.



Many unanswered questions:
! What qualifies as a utility (transportation costs???)
! Definition of owner-employee
! Annualization of gross pay related to >$100,000 limitation

! How does the $15,385 limitation apply
! In light of many “stay-at-home” orders, will the 8-week 

period be extended?
! What happens if the PPP loan funds are not fully used during 

the 8-week period? 

ETERNAL (FEELS LIKE) QUESTIONS



• Establish a separate bank account 
• Prepare an 8-week forecast showing uses of proceeds

! !"#$%&'()&$)*"+*$,#)-#,.--&$/)#01#$2#2)34&,4)5.*6&'()'7-)'7-/&+#$#22

• Calculate FTE’s during the applicable “measurement” periods
• Calculate payroll for employees during the most recent full 

quarter
• Estimate your FTE and payroll reductions
• Document all expenses!

! 87916#%#)*)21-#*"24##%)%4*%)%-*,:2)*$")2.99*-&;#2)*66)5.*6&'&#")#01#$"&%.-#2
! <,,.9.6*%#),71&#2)7')*66)5.*6&'&#")&$+7&,#2=),*$,#66#"),4#,:2=)>*$:)2%*%#9#$%2=)

#%,?

FINAL THOUGHTS (UNTIL RULES 
CHANGE) ON FORGIVENESS
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• Amount forgiven is excluded from taxable income

• Expenses paid for by forgiven funds are /&. deductible

ONE LAST FORGIVENESS 
CONSIDERATION!



• Employer Retention Credit
! Encourages companies that have been negatively impacted to retain 

employees by providing credit for wages paid to employees that have 
been retained

• Delay of Employer Payroll Taxes
! Employer portion of FICA taxes (until December 31, 2020) are not 

required to be deposited until December 31, 2021 and December 31, 
2022 (50% on each date)

! Deferral is available only until the loan forgiveness occurs

CARES ACT – INTERACTION WITH 
OTHER BUSINESS TAX PROVISIONS
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In addition to providing assistance with reviewing loan forgiveness documentation and compliance
with Cares ACT for lender submission, UHY’s team can assist in evaluating strategic alternatives and
capital structure issues during this period of economic turmoil.
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Our team of experts have developed key strategies and considerations to assist companies in
weathering these uncertain times to emerge stronger and better positioned.
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ABOUT OUR FIRM

LOCAL

• More than 50 years of 
experience

• Ranked 5th largest 
professional services firm in 
Southeast Michigan by 
Crain's Detroit Business

• Nearly 400 employees in 
Ann Arbor, Detroit, 
Farmington Hills, Port 
Huron, and Sterling Heights

• Largest accounting firm 
presence in Macomb 
County

• Practice leaders with Big 4 
experience and training

NATIONAL

• 21 offices across the US

• One of the top professional 
services firms in the 
country

• Nearly 1,000 professionals 
providing comprehensive 
audit, attest, tax, advisory 
and related services*

INTERNATIONAL

• Member firms in over 270 
business centers across 
more than 100 countries

• Nearly 8,500 professionals

• 17th largest international 
accounting and consultancy 
network

• Member of the Forum of 
Firms

*Services performed exclusively by UHY LLP, an independent licensed CPA firm
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